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Fitch Affirms Nova Southeastern University's (FL) Rev
Bonds at 'BBB+'; Outlook Stable

Fitch Ratings-New York-13 March 2017: Fitch Ratings has affirmed the
outstanding 'BBB+' rating on the following series of bonds issued by The Town
of Davie, Florida; the Florida Higher Educational Facilities Financing Authority
(HEFFA); and/or the Broward County Educational Facilities Authority on behalf
of Nova Southeastern University (NSU):

--$86.87 million series 2016;
--$94 .16 million series 2013A;
--$16.70 million series 2013B;
--$42.67 million series 2012A;
--$14.83 million series 2011.

The Rating Outlook is Stable.
SECURITY

The bonds are secured by a pledge of and first lien on NSU's pledged
revenues, which include tuition, fees, and dormitory revenues.

KEY RATING DRIVERS

POSITIVE OPERATING MARGINS: The 'BBB+' rating is supported by NSU's
consistently strong operations, good debt service coverage, and focus on the
health professions, which benefit from strong student demand.

MANAGEABLE DEBT: The university's continued generation of operating
surpluses supports good debt service coverage, with maximum annual debt
service (MADS) coverage of 3x in fiscal 2016. Additionally, the MADS burden
remains manageable at 4.8% of operating revenue. Currently, there are no
additional debt plans.



MODEST LIQUIDITY LEVELS: NSU maintains an adequate level of available
funds (AF, defined as unrestricted cash and investments) for the rating
category. AF at June 30, 2016 equaled 63.6% of debt and 47.7% of operating
expenses.

HEALTH PROFESSIONS DRIVE DEMAND: NSU continues to benefit from
high demand for programs in the health professions. These demand metrics
are favorable, with continued application growth, very selective admissions
and relative stability in matriculation rates. There has been some weakness in
enrollment in undergraduate and other graduate programs, but NSU has
managed these challenges well from a budgetary perspective.

RATING SENSITIVITIES

UNMANAGEABLE ENROLLMENT DECLINES: The rating is sensitive to Nova
Southeastern University's continued ability to generate strong operating
margins, despite ongoing enrollment pressure. Should enrollment declines
continue without commensurate budgetary reductions, there could be negative
rating action.

EXPOSURE TO BANK AGREEMENT TERMS: NSU has several outstanding
bank loans that include certain non-financial-related covenants that could
trigger an event of default and potential acceleration of certain debt, raising
the risk to bondholders. Although NSU has sufficient resources to manage an
acceleration of its bank loans, liquidity would be compromised, which could
result in downward pressure on the rating.

CREDIT PROFILE

NSU is one of the largest independent universities in Florida, with its main
campus located on 300 acres in Davie, FL. Total headcount enroliment for fall
2016 was 21,625, with FTE enrollment of 17,784.

FINANCIAL PERFORMANCE

One of NSU's major strengths is its history of consistent operating
performance. A healthy 6.1% margin was generated in fiscal 2016, similar to



historical performance. Management reports that for fall 2016/fiscal 2017,
consistent with past practice, the operating budget was adjusted to reflect
actual fall enrollment. As a result, the university is tracking very close to
budget through Jan. 31, 2017, despite lower enroliment.

AF totaling $283.3 million as of June 30, 2016 are adequate for the rating
category, equal to 47.7% of operating expenses and 63.6% of debt. Fitch
expects some continued growth in AF over time due to NSU's strong cash flow
and lack of additional debt plans.

DECLINING OVERALL ENROLLMENT

Overall enrollment trends have been down in recent years, primarily in the
undergraduate and graduate programs, while health professions have
continued to grow. To date, management has been able to successfully
budget accordingly; however, should these trends overwhelm NSU's ability to
adjust its budget, there may be pressure on the rating.

Fall 2016 headcount enroliment totaled 21,625, with a total FTE of 17,784.
Year-over-year, there has been a decline in both headcount enrollment (6.9%)
and FTE enrollment (6.7%). Some of this decline has been attributed to more
stringent admissions standards (requiring a minimum 3.0 GPA for traditional
students beginning in fiscal 2015), in line with NSU's goals to increase quality
and retention.

Strategies are now in place to bolster recruitment. Intense marketing,
specifically in education, is underway with the launching of new personal touch
requirement strategies that are expected to align with strategic priorities,
including improved student performance, engagement and retention. An
interactive graduate enroliment website has been created and a direct email
marketing campaign has been established targeting key affinity groups, in
addition to other digital and social advertising campaigns in an effort to build
greater graduate student demand.

The law school, like many in the country, continues to see declining
enrollment. However, for fall 2016 total enroliment was 880, close to the
budgeted level of 890. The budget for 2017 enroliment is conservative,



reflecting nationally weak law school demand trends.
STUDENT DEMAND MIXED

The health professions division continues to see strong demand, with
applications growing 8% in fall 2016 over the prior year. The division is
selective, with 18% of applicants approved for admission. At the same time,
the matriculation rate is much stronger than the rate for freshman. In fiscal
2016, approximately 54% of accepted students chose to attend NSU.

While there have been some fluctuations in enroliment, NSU has good student
demand, with steady growth in freshman applications. Fall 2016 saw a 51%
increase in applications. This outsized increase has been attributed to the
introduction of the Common Application. Nonetheless, the compound annual
growth rate (CAGR) in applications over the period fall 2012 through 2016 was
still 11%. Selectivity has remained fairly constant, with approximately 53% of
applicants in fall 2016 accepted for admission.

STUDENT QUALITY AND RETENTION

Student quality, based on average SAT scores, was slightly above average at
1110 for the fall 2016 entering class. This level is above the historic rate and
management anticipates continued improvement due to some of their
programming efforts, including dual enroliment and the honors college.
Additionally, freshman to sophomore retention has seen steady improvement
and was 75% in fall 2016.

NEW PROGRAM OFFERINGS

Growth areas are focused on new programs in the health professions. The
new college of allopathic medicine (MD program) is expected to accept its first
class in fall 2018, subject to accreditation. Other new additions include MS of
Science in Pharmaceutical Science beginning fall 2017, and MS in
Pharmaceutical Affairs that began fall 2016. The costs of these expansions
have already been budgeted. Additionally, there is also a BS in Public Health
being proposed for fall 2017. Furthermore, management is currently
evaluating whether to expand current programs in the health professions at



regional sites. Fitch views management's willingness to align offerings with
market demand as a credit positive.
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verification it obtains will vary depending on the nature of the rated security
and its issuer, the requirements and practices in the jurisdiction in which the
rated security is offered and sold and/or the issuer is located, the availability
and nature of relevant public information, access to the management of the
issuer and its advisers, the availability of pre-existing third-party verifications
such as audit reports, agreed-upon procedures letters, appraisals, actuarial
reports, engineering reports, legal opinions and other reports provided by third
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the issuer, and a variety of other factors. Users of Fitch’s ratings and reports
should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information Fitch relies on in
connection with a rating or a report will be accurate and complete. Ultimately,
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and attorneys with respect to legal and tax matters. Further, ratings and
forecasts of financial and other information are inherently forward-looking and
embody assumptions and predictions about future events that by their nature
cannot be verified as facts. As a result, despite any verification of current
facts, ratings and forecasts can be affected by future events or conditions that
were not anticipated at the time a rating or forecast was issued or affirmed.
The information in this report is provided “as is” without any representation or
warranty of any kind, and Fitch does not represent or warrant that the report or
any of its contents will meet any of the requirements of a recipient of the
report. A Fitch rating is an opinion as to the creditworthiness of a security. This
opinion and reports made by Fitch are based on established criteria and
methodologies that Fitch is continuously evaluating and updating. Therefore,
ratings and reports are the collective work product of Fitch and no individual,
or group of individuals, is solely responsible for a rating or a report. The rating
does not address the risk of loss due to risks other than credit risk, unless
such risk is specifically mentioned. Fitch is not engaged in the offer or sale of
any security. All Fitch reports have shared authorship. Individuals identified in
a Fitch report were involved in, but are not solely responsible for, the opinions
stated therein. The individuals are named for contact purposes only. A report
providing a Fitch rating is neither a prospectus nor a substitute for the



information assembled, verified and presented to investors by the issuer and
its agents in connection with the sale of the securities. Ratings may be
changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
recommendation to buy, sell, or hold any security. Ratings do not comment on
the adequacy of market price, the suitability of any security for a particular
investor, or the tax-exempt nature or taxability of payments made in respect to
any security. Fitch receives fees from issuers, insurers, guarantors, other
obligors, and underwriters for rating securities. Such fees generally vary from
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In
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issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent
by Fitch to use its name as an expert in connection with any registration
statement filed under the United States securities laws, the Financial Services
and Markets Act of 2000 of the United Kingdom, or the securities laws of any
particular jurisdiction. Due to the relative efficiency of electronic publishing and
distribution, Fitch research may be available to electronic subscribers up to
three days earlier than to print subscribers.
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Ltd holds an Australian financial services license (AFS license no. 337123)
which authorizes it to provide credit ratings to wholesale clients only. Credit
ratings information published by Fitch is not intended to be used by persons
who are retail clients within the meaning of the Corporations Act 2001

Solicitation Status

Fitch Ratings was paid to determine each credit rating announced in this
Rating Action Commentary (RAC) by the obligatory being rated or the issuer,
underwriter, depositor, or sponsor of the security or money market instrument
being rated, except for the following:

Endorsement Policy - Fitch's approach to ratings endorsement so that
ratings produced outside the EU may be used by regulated entities within the
EU for regulatory purposes, pursuant to the terms of the EU Regulation with
respect to credit rating agencies, can be found on the EU Regulatory
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement



status of all International ratings is provided within the entity summary page for
each rated entity and in the transaction detail pages for all structured finance
transactions on the Fitch website. These disclosures are updated on a daily
basis.



